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The Westworth Kemp Review of 2014 

We hope our newsletter finds our readers in good health, refreshed from the holiday season and 
looking forward to a stimulating 2015.  Over the break we took the opportunity to reflect on some of 
the themes that emerged from our work in 2014. 
 
As in 2013, sorry tales of second tier financiers continued to occupy us through 2014, with particular 
emphasis on the quality of governance of such entities and the calibre of their compliance plan 
audits. In the middle of the year we were amused to find three of our investigative matters were 
cited in the same article by the AFR’s august “Pierpoint” commentator as examples of less than 
stellar corporate governance! 
 
We are starting to notice corporates asking for independent accounting advice to help them pull 
together their own ideas on how to report a transaction before they encounter scrutiny from their 
auditors.  We are seeing work stemming from failures following the financial crisis around 2007-8 
tailing off and corporate restructuring and IPOs emerging once more.  As ever, these present 
challenges in balancing the objectives of the participants against the demands of accounting 
standards and tax law. 
 
Expressing assurance on controls and compliance 
The importance of guidance on auditing internal control systems as an engagement in its own right 
or as part of an engagement to express assurance on compliance with laws and regulations was 
forcefully brought home to us in our reviews of compliance plan audits.  Looking at compliance over 
a period of time under ASAE 3100 Compliance Engagements inevitably includes looking at the 
controls within the organisation that are designed to ensure compliance with its regulatory 
framework, day in, day out for all the sorts of transactions it enters into. 
 
Consequently, we are delighted to report that the AUASB’s suite of ASAE “other assurance” 
standards has continued to develop and strengthen.  The core standard ASAE 3000 Engagements 
Other than Audits or Reviews of Historical Financial Information was reissued as more of a stand-
alone standard, reducing the need for practitioners to cross refer to the ASAs and the Board is now 
reissuing its more specific assurance standards to dovetail with the new ASAE 3000. 
 
The AUASB has just issued ASAE 3150 Assurance Engagements on Controls to replace AUS 810 
Special Purpose Reports on the Effectiveness of Control Procedures, last updated in 2002.  A clear 
updated description of the phases of an engagement expressing assurance on controls and 
refreshed consideration of obtaining evidence regarding the suitability of the design of the controls, 
the implementation of the controls and the operational effectiveness of the controls is timely and 
presents an opportunity for the profession to offer much needed training in the area.  
 
Engagements are classified as either direct, where the practitioner evaluates the controls and 
reports accordingly or attestation where the responsible party, usually on behalf of the entity, 
evaluates the controls and makes a statement on that evaluation which the assurance practitioner 
expresses an opinion on.  Appendices include specimen engagement letters, representation letters 
and opinions for both direct and attestation engagements.  Articulation of this split and 
consideration of the difference between a reasonable assurance and a limited assurance report 
should assist practitioners in determining the level of work that is appropriate to their engagement.  
Further details and a link to the standard itself can be found at 
http://www.auasb.gov.au/News/AUASB-Issues-Standard-on-Controls-Assurance.  
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Compilation Engagements 
Recent litigation engagements have led us to consider in practical terms the responsibilities of an 
accountant conducting a compilation engagement.  While the report states that it offers no 
assurance, the client must be anticipating some sort of professional input beyond what they can do 
for themselves and deriving some form of comfort from it, or why are they paying for the service?   
 
Another key question is how an accountant compiling a financial report for a client should respond 
when he or she finds that the information provided by the client is inconsistent or may not comply 
with accounting standards.  Simply preparing statutory disclosures may reveal information about an 
entity’s financial position and solvency that management are not yet fully aware of.   
 
In our view, compilation has the potential to become an interesting area as stakeholders in collapsed 
businesses seek parties from whom they can recover.  Recent proposals to amend the compilation 
standard do not address the fundamental question of what kind of service a compilation is, in an 
environment where basic bookkeeping packages now generate quite sophisticated management 
reports with little professional input. 
 

Court work and the Academy of Experts 
Chris Westworth has recently been admitted to the 
internationally recognised Academy of Experts (TAE), 
based in the UK.  TAE was founded in 1987 with the 
objective of providing, for the first time, a professional 
body for experts to establish and promote high objective 
standards and provides accreditation for expert 
witnesses. Admission requires proof of expertise 
supported by references from senior legal practitioners 
who have used the expert.  More information can be 
found at https://www.academyofexperts.org/about-tae.  
 
Our court skills were fine-tuned at an excellent 
workshop led by George Hampel QC at Chartered 
Accountants Australia and New Zealand’s Forensic 
Accounting Conference.  As we have found in practice, 
communication between lawyer and expert is vital and 
time spent early in the matter talking through the basics 
of the accounting or auditing issue at stake with the 
instructing lawyers results in a more concise, relevant 
and timely report. 
 
A message of sympathy for ASIC 
While we have from time to time engaged in robust debate with ASIC on policy issues, we were 
distressed to read of the government’s reduction in funding to such a vital regulator.  Under-
resourcing of regulators leads to more ad hoc remedies such as enforceable undertakings and a 
dearth of cases coming to judgment to provide clarification of the law for those following behind.  
Disenfranchised stakeholders are forced to rely on class actions and shareholder activism for redress 
when stakeholders’ rights have been abused or ignored, but in a class action settlement the 
aggrieved parties may not receive much in the way of recompense and the wrongdoers are covered 
by insurance and often under-insured.  With the savings of ordinary Australians sequestered in 
compulsory superannuation, a well regulated financial sector is vital. 
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